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ABSTRACT

All projects, regardless of complexity, are usually bounded by a predefined start and
end date within which project objectives must be met. On the other hand, some pro-
jects may end up being abandoned if the predetermined construction performance
parameters cannot be met within the specified timeframe. These project failures can
impact both the animate and inanimate elements environments. It is therefore perti-
nent to explore the societal impacts of construction project failures. Hence, this study
examines the effects of project failure on the internal and external project environment.
In conducting this research, a systematic literature review was conducted. In addition,
primary data was collected through a questionnaire survey of the construction pro-
fessionals within South Africa. Collected data were analysed by ranking the examined
factors using their mean item scores. Findings from the study revealed three classes
of impacts: impacts on the client, impact on the Project Team Members, and impact
on the economy. Results revealed that client’s reputation, economic value of the area
and team members’ psychosocial attitude towards the project were most affected by
project failures. Ultimately, when a project fails, all stakeholders must be effectively
involved in the closure process to ensure an absence of or reduced animosity towards
the project. Additionally, properly closing failed projects with all stakeholders’ invo-
lvement guarantees that the project at its current state is put to the best possible use,
partially meeting some objectives and will not be a total loss to society’s economy.

Keywords: Project success, Premature project closure, Project management, Project team,
Project failure

STUDY BACKGROUND

A project is an assembly of different people performing a string of interde-
pendent activities in a bid to accomplish a common goal. Even though every
project is supposed to be completed according to its stated purpose, not all
of them can achieve their goals and deadlines, resulting in failure (Akinshipe,
et al., 2019). The project proponent and sponsor, usually referred to as ‘the
client’, convene different teams of built environment professionals to offer
services and perform duties aimed at achieving the desired goal of the pro-
ject (Buvik and Rolfsen, 2015). When projects fail, the people involved are
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affected by this failure. Similarly, stakeholders that are external to the project
are also affected by project failure. Lastly, the economy of the environment
in which the project is located is also affected by a project failure. It is impor-
tant to understand the impacts of project failure on society; hence this study
examines the effects of project failure on the internal and external project
environment.

The study was designed to follow a descriptive nature to explore the effe-
cts of project failure on society. This study was conducted in South Africa
through a survey of construction professionals. The opinions of the profes-
sionals were converted into Mean Item Score (MIS) to show the importance
of each rated factor. The collated data were tested to check its reliability with
the aid of Cronbach’s alpha test. They returned a value of 0.909, indicating
that the collected data set is very reliable and fit for this study.

IMPACTS OF PROJECT FAILURE

For a project to be successful, it must meet all of the stated goals and obje-
ctives, the client and relevant parties are satisfied with the final product,
relevant parties have gained knowledge, and the team can move on to new
projects (Gustaffson and Yadav, 2013). Several factors can lead to a project
being shut down before it is finished. These factors include a lack of resou-
rces, a lack of communication, and a lack of progress (Olubunmi, Olaniyi
and Fisayo, 2014). Other factors are a change in the client’s attitude and
interest; project team members may also become demotivated to complete
the remaining tasks. In addition, employees may worry that their jobs are
in jeopardy since project end is near, low morale amongst the team, pos-
sibly resulting from frequent turnover among the members (Otim, et al.,
2012).

Construction is an important part of society, so project failure has rami-
fications beyond the people involved, i.e. the client and team. Project failure
may also hurt societal growth and economic character. Construction projects
necessitate large resources because of their complexity (Doloi, 2009). In the
event of project failure, resources such as materials, labour, and capital are
wasted. Aside from being unpleasing to everyone, incomplete construction
projects are attractive to those engaged in illegal activities, which affects the
safety of residents (Doraisamy, Akasah and Yunus, 2014).

A neighbourhood’s property values can be negatively affected by a project’s
failure, and the area’s aesthetics can suffer as a result. Getting started on a
project only to abandon it midway through is an example that comes to mind.
This will negatively affect the visual appeal of the neighbourhood (Gorse,
Johnston and Pritchard, 2012). As a result, tax revenue to the government
and the entire country is affected. Failure of a construction project results in
both a reduction in expected returns and a reduction in previously invested
capital because nearly every construction project requires significant amounts
of labour and capital (Masurkar and Attar, 2014).

A project must have a variety of stakeholders with varying levels of exper-
tise in order to succeed. The ability to work on multiple projects at once is
one of the benefits of cross-functional teams. For a project to be successfully
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completed, it is necessary to involve various stakeholders with different levels
of expertise (Elbeltagi, 2009). One of the benefits of working in cross-
functional groups is that you can accomplish more in less time. Teamwork
requires a high level of trust because of the interdependence of sub-tasks,
which necessitates relying on each other’s functional expertise. The failure of
a project can destroy any mutual trust among the team members (Buvik and
Rolfsen, 2015).

Depreciation in the invested capital of a project that fails can occur over
time (Holroyd, 2003). As a result, the team members will be even more per-
turbed and embarrassed. Because money spent cannot be refunded, it may
result in bankruptcy. Other consequences include destruction of properties
and businesses; reduction in revenues; loss of jobs; and increased dissatisfied
customers (Otim, et al., 2012). Aside from this, unfinished construction pro-
jects, primarily buildings, lose value over time because they are not being
used. Some other negative effects of construction projects failure include job
losses and job insecurity, as well as a decrease in the value of the company’s
brand name because of the damage done to its reputation (Nistorescu and
Ploscaru, 2010).

FINDINGS AND DISCUSSION

All participants in this study are construction industry professionals, with the
majority being project managers. Other professionals from the built environ-
ment who have previously managed construction projects participated in the
study. The majority of participants have between two and ten years of indu-
stry experience, with a few having more than ten years. Many participants
work in both the public and private sectors, and the engagement sector is
evenly split between the two. An even distribution of construction project
professionals indicates that this study is credible.

Project failure impacts the client, team members and the economy as well.
This research was broken down into three sections to explore the impacts of
project failure on the client, team members and the economy. The results are
presented in Table 1.

The findings of this study revealed that a dominant impact of construction
project failure would be on the client’s reputation. The entire trust a client is
placed in individuals or organisations committed to delivering project goals
on time. Therefore, failure would affect trust between project stakeholders.
The client’s and sponsors’ interest in the project often changes when the pro-
ject fails and thus influence the attitude towards the project. Regardless of
the circumstances surrounding the failure, the client will always be on the
losing end because the project’s goals are not met.

The study revealed that project failure would affect the public’s trust in the
project proponents and team. Fast and successful project completion would
bring in more business, resulting in more jobs, while failure would deter new
business, putting employees at risk. Project failure can also be demoralising
to workers’ motivation. Workers’ attitude towards and motivation to work
on new projects can be affected if the last projects fail. It is easy for workers
to internalise and personalise project failures.
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Table 1. Impacts of project failure.

Impacts of project failure Mean Std. Deviation Rank

Impact on client
Client’s reputation 3.68 0.859 1
Trust towards stakeholders 3.66 0.849 2
Client’s disinterest 3.24 0.600 3
Impact on team members
Public trust 3.56 0.848 1
Project team job security 3.54 0.932 2
Project team image and credibility 3.51 0.850 3
Project team functionality 3.50 0.774 4
Project team identity and motivation 3.28 0.594 5
Impact on the economy
Loss in economic value of the area 3.61 0.899 1
Loss of potential investors 3.60 0.751 2
Waste of government resources 3.57 0.903 3
Increase in criminal activities 3.55 0.863 4
Possible tax rise 3.51 0.820 5
High unemployment rate 3.29 0.728 6
Economic recession 3.15 0.569 7

It is generally accepted that project failure in the construction industry is a
waste of resources, government or not. Similarly, jobs are often lost when a
project fails, and the unemployment rate increases. Project failure can leave a
community or organisation cut off from employment and social opportuni-
ties. For this reason, investors looking to build their net worth will naturally
shy away from societies with unfinished projects that have been left unatten-
ded for an extended period. Unemployment, investor drought and waste of
public resources are a recipe for an economic crisis hence project failure can
lead to recession.

The complexity of construction projects necessitates the use of large
amounts of resources to be completed successfully. In the event of a fai-
lure, resources such as raw materials, labour, and capital are squandered.
In addition, while unfinished construction projects may be unappealing to
the general public, those engaged in illegal activities find them useful to their
criminal nature, which compromises the community’s safety.

CONCLUSION

Every project has a start and end date that must be met, regardless of the
project’s complexity. However, some projects may fail and close because the
predefined construction performance parameters cannot be achieved within
the defined schedule. These project failures can affect both the animate and
the inanimate environment involved. Therefore, a look at the impact of con-
struction project failures on society is critical. Project failure impacts the
client, team members and the economy as well. This research question was
broken down into three sections to explore the impacts of project failure on
the client, team members and the economy. Ultimately, when a project fails
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and is being shut down, all stakeholders must be effectively involved in the
process to ensure an absence of or reduced animosity among stakeholders
towards the project. Additionally, properly closing failed projects with all
stakeholders’ involvement guarantees that the project at its current state is
put to the best possible use, partially meeting some objectives and will not be
a total loss to society’s economy.
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